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Some Economic Aspects of Retail Prices 
and Markups 


Q. FoRREST WALKER 


The problems of pricing merchandise and of realizing an adequate 


markup are fundamental in retailing. 


The economist for a great 


store explains how these problems may be solved in the light of 
economic principles. 


In all the great fields of human en- 
deavor, achievement must, in the last 
analysis, be measured in terms of con- 
tribution to social welfare. We may, 
therefore, say that the economic and 
social objective of modern retailing is to 
improve the national standard of living 
by satisfying consumer needs and desires 
with the greatest values at the lowest 
possible money costs. 

The economic function of the retailer 
is to act as a community purchasing 
agent. In performing this function, he 
cannot safely overlook those broad 
social and economic changes which are 
constantly at work modifying the char- 
acter of consumer demand. 


INCOME GROUPS OF CUSTOMERS 


The retailer is not only a merchant of 
goods, but also a merchant of prices. 
Hence, he must have some knowledge of 
the income groups of the customers in 
his trading area. Inexperienced retail 
executives often acquire this general in- 
formation by the costly process of trial 
and error. This is unnecessary for the 


basic facts of income distribution are 
definitely known. The vast bulk of con- 
sumption is concentrated in low income 
groups. If we take that small percent- 
age of the population in the New York 
City trading area which files income-tax 
returns, the distribution by income 
groups is approximately as follows: 


Number of Income-Tax Returns by Income 
Groups in New York City Marketing Area 





” No. No. 7 
No. No. 
Under a “Ya $5,000 Over 


Oo to 
$3,000 | $5 000 | $10,000 | $10,000 


No. 


Year Returns 





1929 |794, 219/331, 789/233 , 640/136, 700/92 ,090 





Percentages 





1929 
1928 
1927 
1926 


100.0 
100.0 
100.0 
100.0 


29.4 
29.0 
28.9 
30.1 


17.2 
16.4 
15.1 
55.1 


11.6 
11.9 
10.9 
10.6 




















Nystrom’s' estimate of the approxi- 
mate expenditures required to support 
various American standards of living 

1P. H. Nystrom, Economic Principles of 


Consumption (New York: Ronaid Press, 1929), 
p. 302. 
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under urban conditions based upon costs 
and dollar values in 1929 is of interest in 
this connection, The table follows: 
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we = “a | “sg 
Standards of | ‘§ = hel 24 25 
Living z a Sa | Fa | Fa 
3 8 av av av 
3 Cre an ae 
A | = a = = 
Bare  sub- 
sistence...| $600} $900)$1 ,200/)$1 , 500/$1 , 800 
Minimum 
for health 
and effi- 
ciency....| 800)1,200} 1,500) 1,800) 2,100 
Minimum 
comfort... .}1,000}1,500} 1,800} 2,100} 2,400 
Comfort. .. .}1,200}1,800} 2,200} 2,600} 3,000 
Moderately 
well-do-do./1,800/2 , 700} 3,200) 3,700} 4,200 
Well-to-do. .|3 ,000/4,500} 5,500} 6,500} 7,500 
Liberal. .... 5 ,000)7 ,500} 8, 700)10 ,000)12 ,000 





The approximate distribution of the 
expenditure for these standards has been 
estimated by the same authority as 
follows: 
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| %| $3 
a 3] 38 
Standards | Bw | a 
i) 4 oe z 5 8 
te &| 2 
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per per per | per | per 
cent cent cent | cent| cent 
Bare subsistence.|45—50|10-12/20—21} 4 | 20 
Minimum for 
health and 
efficiency. .... 45-50)12-15} 20 | 5 {18-22 
Minimum com- 
eee 35—40)16-17} 20 | 5-6|22-24 
Comfort........ 30-35) 18-20|20-22) 5-6 |24-27 
Moderately well- 
to-do......... 25-30/20-22) 20 | 6 |28-35 
Well-to-do...... 20—25}18-20/20-22} 5 |30—40 
Liberal®......... 20 15 (20-25 40-50 





2 Economic Principles of Consumption, pp. 
284-298. 

’Home furnishings were not separately 
estimated for this standard. 


SELECTING PRICE RANGES 


In selecting merchandise to fit the 
needs, preferences, and the paying ability 
of each type of customer, it is often diffi- 
cult for the inexperienced merchandising 
executive to take the objective point of 
view. Consciously or unconsciously, he 
is often unduly influenced by his own 
personal buying habits and the prefer- 
ences and tastes of the social groups with 
which he has intimate contact. It is not 
always easy to dissociate oneself from 
personal habits, tastes, and preferences, 
yet the most intelligent interpretation of 
consumer demand comes from constant 
endeavor to envisage the social and 
economic circumstances of the consum- 
ing classes to which buying appeals are 
to be made. Many costly markdowns 
can be avoided if merchandising is 
properly oriented to the paying ability 
of the income groups which the store 
aims to serve. 

The theory of price ranges is an eco- 
nomic phase of merchandising that is 
receiving much attention today. At this 
time, it is only necessary to point out 
that overemphasis of a particular price 
or price range is especially dangerous 
when there are wide fluctuations in 
wholesale costs. It is usually far less 
dangerous to promote a name or quality 
than a specific price. Merchandising is 
seldom successfully hitched to a fixed 
price which can remain unchanged in the 
face of great price advances or declines. 
In economic depressions, continued em- 
phasis of a prosperity price loses its 
appeal even though the quality of the 
merchandise is improved. The public 
expects a different price even though the 
change be slight. The economics of 
price ranges is one of the relatively unex- 
plored phases of merchandising. 
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FIXED EXPENSES IN RELATION TO 
MARKUP 


There are certain economic features of 
department-store operations which ex- 
plain the unusual attention which must 
be given to net maintained markup in 
periods of wholesale price declines. A 
surprisingly large part of operating 
expense is fixed regardless of dollar sales 
volume. The largest single item of 
expense is salaries and wages and a sub- 
stantial proportion of this expense con- 
tinues whether business is good or bad. 
In depressions, a rapidly declining sales 
check often necessitates some increase in 
personnel and equipment to handle the 
increased number of transactions. Only 
about one third of the personnel of a 
large store is directly engaged in selling 
and about one third of the working time 
of the selling force is not devoted to serv- 
ing customers. There are very definite 
limitations to the reductions which can 
be effected in newspaper publicity when 
business is poor. Rentals, real property 
taxes, interest on funded debt, deprecia- 
tion, and numerous other items do not 
fluctuate with changes in dollar volume. 

This principle of fixed expense, which 
may amount to two thirds or more of 
operating expense, explains in part why 
many articles can be carried and sold 
even though they return a gross margin 
which may not cover direct expense. 
The situation is somewhat analogous to 
that of a railroad which transports sand, 
ashes, stone, and other low value mate- 
rials because they help to carry the fixed 
expense. Obviously, a retail store must 
always seek to keep this type of business 
at the minimum consistent with good 
merchandising policy. It is the burden 
of fixed expense which causes the con- 
stant pressure for increased volume in 


large stores. The lost sale and the lost 
customer are matters of more than casual 
concern in a business with heavy fixed 
charges. 


METHODS OF CONSERVING PROFITS 
IN DEPRESSION 


When sales volume declines in a de- 
pression accompanied by sharp drops in 
wholesale prices, there are at least four 
major methods of conserving profit be- 
fore resorting to wage and salary read- 
justments. Unnecessary expenses can 
be eliminated and some services re- 
stricted; increased volume can be sought 
by pressure to secure a larger number of 
transactions to compensate for price 
declines; the average sales check may 
perhaps be raised by skillful promotions; 
and the net maintained markup may be 
increased to the full limit permitted by 
competition. 

For our present purposes we will con- 
fine our attention to the need for a more 
flexible markup in retailing. If the 
wholesale price trend downward is at a 
very rapid rate, it is often impossible to 
secure enough additional transactions to 
conserve gross profits. This condition 
may be illustrated by the following table 
which shows the increased physical 
volume necessary to maintain gross profit 
under assumed wholesale price changes 
and fixed markup: 

















Volume 
Unit Cost | Unit Retail | Unit Gross eseneny 
to Maintain 
Markup 
per cent 
$5.00 $7.50 $2.50 0 
4.50 6.75 4.40 11.1 
4.00 6.00 2.00 25.0 
3.50 5.25 1.75 42.8 
3.00 4.50 1.50 66.7 
2.50 3.35 1.25 100.0 
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Although this table may seem theo- 
retical, nevertheless it shows exactly 
what may be encountered in a time of 
falling prices. Based on the Bureau of 
Labor Statistics index of wholesale 
prices, the decline in wholesale cost in 
the table would be from $5.00 to $3.57 
in the two years from 1929 to 1931 and 
from $6.00 to $2.86 in the twelve months 
from May 1920 to May 1921. These 
declines would respectively require a 
volume increase of 40 per cent and 75 
per cent. 

Of course, it is not always wise to in- 
crease markup sufficiently to secure the 
same gross profit because of competition 
and customer resistance but the combina- 
tion of increased volume and such added 
markup as may be obtained will often 
aid in conserving gross profit. The main 
point is that in periods of declining 
wholesale prices, special effort must 
be exerted to maintain and improve 
markup. 


FIXITY OF MARKUP 


The table in the next column from 
the publications of the Harvard Bureau 
of Business Research illustrates the nar- 
row fluctuations of gross margins for 
various classes of stores. 

Even if complete data were available 
to permit accurate determination of net 
maintained markup, it is believed that 
similar fixity of markup could be demon- 
strated, with the exception that mark- 
up suffers usually in depression. Since 
1923 the broad trend of wholesale prices 
of textiles and house furnishings has been 
downward, but increased physical vol- 
ume caused dollar sales of department 
stores to increase. The fact remains, 
however, that fixed markup policies 
greatly accentuate losses in periods of 


Per Cent of Gross Margins to Sales 


























g gs | 8 
Year a #5 Es é 
2 eS | ge | fs 
a a a 6 
1922 31.9 27.4 32.7 
1923 32.9 27.6 32.6 
1924 33.0 28.0 33.7 
1925 33.0 28.0 33.6 
1926 34.2 28.0 34.0 
1927 33.5 29.1 34.4 33.8 
1928 33.9 28.9 34.3 34.0 
1929 33.8 29.3 34.4 34.1 
1930 33.7 29.0 34.1 34.0 
Varia- 
tion...| 2.3 19 | 03] 1.5 
rapid declines in wholesale costs. The 


poor profits of many stores even in fairly 
prosperous years can be partly attrib- 
uted to this cause. 


KNOWLEDGE OF MARKET PRICE TRENDS 


To buy well it is important for the 
department manager to have a working 
knowledge of manufacturing costs in the 
industries with which he deals. If he is 
buying cotton sheets, hosiery, blankets, 
and various other merchandise items in 
which raw material is a large element of 
cost, he should know raw material prices 
and probable price trends. If he is plac- 
ing advance orders in such merchandise, 
he must be sure that his purchase price is 
sufficiently low to afford protection 
against drastic changes in raw material 
costs. Knowledge of other elements of 
costs is also very important. Over the 
past several years, there have been in- 
numerable instances where our depart- 
ment managers have made most advan- 
tageous purchases by careful study of 
such fundamental factors. 
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Similarly, knowledge of econornic con- 
ditions in particular industries is of great 
value. Wholesale prices are often influ- 
enced by factors other than costs. The 
trend of production, sales, stocks, and 
prices must be watched. Periods of 
seasonal dullness in an industry often 
present favorable opportunities for buy- 
ing. The skilled department manager 
does not depend solely on the market in- 
formation which vendors give him. He 
endeavors to check opinion with known 
facts obtained from impartial sources. 
A vast amount of valuable statistical 
data on current trends in various indus- 
tries has been made available in the past 
few years. The store economist is pre- 
pared to furnish such data and aid in its 
interpretation. Another feature of the 
economist’s work is credit checkings of 
vendors. Advice on foreign-exchange 
problems is also handled in his office. 


EDUCATING THE BUYER IN BUSINESS 
CONDITIONS 


We have emphasized the significance 
of consumer incomes to the merchant. 
Obviously, the trend of general business 
profoundly influences consumer purchas- 
ing power and buying attitudes. For 
several years we have endeavored to 
keep our department managers informed 
regarding the broad trends of general 
business. Once each month we hold a 
meeting of department managers at 
which the salient developments in indus- 
try and finance are presented by the 
store economist. These discussions are 
usually illustrated with charts. Their 
scope may be briefly sketched. 

We begin these talks with a survey of 
banking and credit conditions, pointing 
out important changes in money rates, 


security price trends, and the position of 
our Federal reserve banks. We then 
consider the conditions in the key indus- 
tries—construction, automobiles, iron 
and steel, the records of production, and 
the probable future trends. We present 
a similar review of trends in distribution, 
such as department-store sales, chain- 
store and mail-order sales, wholesale 
sales, etc. We assemble all available in- 
formation regarding commodity stocks. 
We analyze the trends of wholesale 
prices, employment, wages, and the cost 
of living. We also devote some time to 
detailed consideration of economic con- 
ditions in the major textile industries. 
We usually conclude with a brief sum- 
mary and a forecast of the general trend 
during the coming quarter. 

These discussions are designed to pre- 
sent to the department manager the 
economic conditions under which he 
must operate. It is only human to be- 
come so absorbed in the immediate prob- 
lems of a department that these outside 
influences upon sales and prices are over- 
looked. The monthly meeting serves to 
stimulate the department manager to 
orient himself in the business world, to 
think about the external forces which 
will aid or handicap him in planning his 
business during the ensuing months. 
As a result of this carefully planned 
effort, we may safely say that probably 
no group of retail buyers goes into the 
market with better information as to 
existing and probable future business 
conditions. Such training cannot fail 
to make the individual a better mer- 
chant. The economic approach to retail 
problems will prevent many costly mis- 
takes and contribute much to more 
scientific retailing. 
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Economics of Quantity Discounts 


WARREN WRIGHT 


This article presents the advantages of the cumulative quantity dis- 
count plan as compared to the noncumulative one. 


Quantity discounts may be in the form 
of cash allowances, better credit terms, 
or free or extra units thrown in with 
certain amounts ordered. If discounts 
are given for certain quantities ordered 
in designated periods by one seller, it 
follows that competing sellers must give 
better terms in order to win the business 
attracted to the first seller by the allow- 
ances. At least it can be said that dis- 
counting tends to intensify competition 
among sellers. 


TYPES OF QUANTITY DISCOUNTS 


There are two common types of quan- 
tity discounts—cumulative and non- 
cumulative. Hand-to-mouth buying, it- 
self caused by dull trade and the fear of 
the future characteristic of cyclical 
doldrums, increases the popularity of 
the cumulative discount. This follows 
because the buyer orders often but in 
small amounts each time; the cumulative 
plan permits a saving over a period of 
time despite the above practice. The 
noncumulative system encourages buyers 
to shop around more, so that the seller 
offering the most generous reductions 
per order tends to get the business. 
There is probably some tendency at 
present for hesitant and wary buyers to 
break away from old alliances in the 


effort to discover more satisfying sources 
of supply. To prevent this result, the 
cumulative discount plan offers great 
possibilities. 

Although exclusive dealing is encour- 
aged by all forms of discounts to some 
extent, it can be seen that such encour- 
agement is greatest in the case of the 
cumulative discount; the buyer can get 
the latter at the end of the stipulated 
period by a little last minute ordering 
without carrying large stocks through- 
out most of the period. The force of this 
plan is to induce buyers to deal with 
fewer firms. It is further seen that the 
tendency towards exclusive dealing in- 
creases as the margins between two 
successive quantity minima decrease. 
In other words, if the discounts granted 
increase appreciably for small differences 
in total purchases the buyers tend to 
concentrate on few sellers. 

If demand for a product is active, this 
fact abets the effect of cumulative dis- 
counts in full-line forcing and exclusive 
dealing. Food corporations like General 
Foods are in a position to compel pur- 
chase of all of their line through the 
force of attractive discounts offered on 
a cumulative basis. This is especially 
true when discounts are scaled to increase 
progressively as quantities are greater. 
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ECONOMIES FACILITATED BY DISCOUNTS 


Selling economies are made possible 
by the cumulative discount system as 
against the one-price system in that the 
former encourages full-time stocking 
which in turn may occasion repeat 
orders. But the noncumulative system 
induces larger individual orders than are 
caused by any other price plan; selling 
economies are obviously enhanced by 
the noncumulative plan. Such savings 
are salesmen’s expenses, telephone and 
mail costs, and office, packing, and 
delivery items. The size of each order 
is particularly important in the last three 
instances named. 

Furthermore, manufacturing econom- 
ies are possibly facilitated by discounts 
for quantities bought. If larger volumes 
of manufacturer’s sales are the results 
of allowances, it may happen that pro- 
duction savings are assured as the plant 
is used to greater advantage. Savings 
in costs of raw materials and finished 
goods are realizable when regularized 
activity permits less stock to be kept on 
hand. The latter depends, of course, on 
regularized selling to loyal customers. 
Cumulative discounts are helpful here. 


EFFECT ON STORE BUYERS 


In general, the larger stores are aided 
most by quantity discounts. The non- 
cumulative allowance aids the large 
buyer most, because he has more working 
capital, gets bigger savings therefore, 
and is enabled by better cost records to 
prevent unwise buying leading to over- 
stocking. Moreover, it often happens 
that the larger firms are able to rate top 
discounts without carrying heavier in- 
ventories or slowing up their turnover to 
any great extent. 


SUMMARY 


The noncumulative plan will overstock 
the unwary dealer. The consumer is 
treated best by the cumulative system 
in so far as the latter helps the retailers 
to keep fresher stocks, the latter being 
the consequence of the fact that small 
orders can be piled up over a period of 
time to earn a good allowance on the 
total. 

The best discount plan for a vendor is 
that which fits his needs most fully. If 
the market is savagely competitive, 
the exclusive dealing tendencies of the 
cumulative plan offer advantages. If 
the product is perishable, like biscuits, 
the noncumulative plan is dangerous in 
so far as it encourages large single 
orders. Other tests of good discount 
plans so far as vendors are concerned are: 
(1) costs involved, selling, storage, office, 
etc.; (2) good will of buyers obtainable in 
ways consonant with trade practices; 
and (3) the activities of competitors. 

If the now unpopular cumulative plan 
is adopted, great care must be taken to 
prevent: (1) oversights which prevent 
buyers receiving discounts to which they 
are entitled over an extended period; (2) 
buyers’ tendency to assume that pre- 
vious year’s purchases will establish the 
discount basis for the current year; (3) 
discrimination in favor of large buyers; 
and (4) overbuying in one year which 
results in slackened business the follow- 
ing year and perhaps causes inventory 
losses to the dealers. 


Price Versus Size 
Arrangement 
A recent study of hosiery department 


layouts in ten stores, made by the School 
of Retailing, showed that seven grouped 
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stock by price line and three by size. In 
most cases, the major breakdown was by 
material classification: silk, cotton, lisle, 
wool, and sport. In many, the silk 
hosiery was subdivided by brands, both 
national and private. The difference of 
opinion that existed was as to the best 
arrangement within each brand or 
material grouping. Where each price 
line is grouped together, it is common to 
arrange sizes vertically and colors hori- 
zontally. Where the size arrangement is 
followed, the section for each size is sub- 
divided often by price vertically and 
color horizontally. 

The question involved is whether it is 
better to have all hosiery of one size or 
all of one price in close proximity. 
The advantages advanced by New York 
buyers for the two arrangements are as 
follows. 


ADVANTAGES OF PRICE ARRANGEMENT 


1. Stock control is simplified. Since 
price arrangement is nearly synonymous 
with arrangement by style or lot number, 
reordering is easy. Ordering and requi- 
sitioning from reserve is done by lot num- 
bers, not by sizes. If the same lot num- 
ber appears in many sections of the stock 
under different size groupings, it is more 
difficult to determine quickly what fill- 
ins are needed in any number. Price 
arrangement makes it easy to keep a 
complete assortment of sizes and colors 
within each style number. 

2. Price arrangement makes it easy to 
expand or contract a stock as new num- 
bers, are introduced or old ones closed 
out. Only one space need be provided 
for a new number. Under the size 
arrangement, about five spaces would 
have to be provided—one for each size. 


3. Best selling style numbers can be 
better promoted. A display can be 
made at the point in the department 
where the complete stock of that style 
number is carried. If the style is scat- 
tered through the department, under 
different size groupings, it is necessary to 
have different displays for the same num- 
ber or to serve many customers at points 
away from the one display. 

4. Price arrangement allows the sta- 
tioning of different grade salespeople at 
different prices. The salesgirl selling 
$3.50 hosiery can be paid more and 
selected for her personality. The girl 
selling 69-cent hose may be simply an 
order filler. Again, well-to-do, fastidi- 
ous customers buying the expensive 
merchandise do not have to rub elbows 
with the rank and file. (On the other 
hand, if there is such a noticeable degree 
of difference in customers at different 
price points, it would seem wise to rele- 
gate the lowest prices to a basement store 
or the highest prices to a de luxe depart- 
ment or section.) ; 


ADVANTAGES OF SIZE ARRANGEMENT 


1. All stock a customer is likely to 
wish to inspect is in one place. She is 
interested generally in only one size at a 
time. She can be served with a mini- 
mum of movement from one portion of 
the stock to the other. This fact leads 
to three advantages: 

a) The average sale is speeded up. 

b) Less sales are lost. The customer 
is never shown a style and color 
unless it exists in the customer’s 
size. 

c) Stock is kept in better order. All 
stock shown comes from the 
same section and can be put 
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back more quickly and readily 
than when goods have been 
drawn out from all portions of 
the stock. 

2. By having different price lines 
adjacent in the same size section, sugges- 
tion selling and trading up become easier. 
It is easy to show the customer the 
better grades. Ifa price arrangement is 
followed, the lure of economy, especially 
today, is likely to draw the customer to a 
lower price-line section than the one 
which she could well afford to buy. If 
the salesperson there is limited toselling 
the cheap hosiery, she will hardly suggest 
that the customer go to another counter 
to buy better merchandise. And even 
if the salesperson has access to all the 
stock, the problem involved in bringing 
merchandise from a distance or asking 
the customer to move from one price 
section to another will make difficult the 
selling of price lines higher than the one 
the customer first inspects. 

3. The size arrangement is alleged to 
be easier for the salesperson to learn. 
There is some question, however, as to 
whether there is any material difference 
in this respect. 


CONCLUSION ON ARRANGEMENT 


In a small department, it makes no 
great difference which of the two arrange- 
ments are followed because the entire 
stock is in a confined space. But the 
larger the department, the more impor- 
tant becomes the matter of arrangement. 
For “size” merchandise in general, there 
seems to be a trend towards size arrange- 
ment, chiefly because of the advantage of 


quicker sales. On the other hand, when 
gaps between price lines are so large as to 
make switching customers to a higher 
price line unlikely, the price arrange- 
ment has the advantages listed. But, 
even here, the major breakdown within 
the price line should generally be size 
rather than some other factor such as 
material, weight, or color. 


SAMPLE SELLING PLAN 


An interesting tendency disclosed by 
the survey is the plan of selling hosiery 
from sample. Samples of each style 
number and color appear along the coun- 
ters or on tables. The stock, carefully 
arranged by sizes, is kept behind the 
counters or underneath the tables. The 
customer selects from sample the price, 
style, and color and the salesperson then 
brings out the correct size. The plan 
has two advantages: 

1. It speeds up the sale, especially on 
aisle tables. Salesperson and customer 
do not need to paw through a pileof 
hosiery in search of the desired size. 
The stock that is actually sold is always 
arrayed in an orderly way by size away 
from the customer. 

2. Since only samples are handled, less 
damage is done to stock and markdowns 
are reduced. The samples displayed 
may be in sizes that the sales girls wear 
and can be sold to them eventually at low 
prices. 

Some feel that there is a promotional 
advantage in having a large pile of stock 
displayed but the quicker and better ser- 
vice that the sample plan allows prob- 
ably more than offsets this advantage. 
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How Not to Write Copy 


I. A. HrrscHMANN 


Directions, suggestions, and “‘don’ts’” for the aspiring copy writer 
are given here by the publicity director of a great store. 


No one, of course, was ever taught to 
write advertising copy. No one was 
ever taught how to write a short story, 
or a novel, or a newspaper story. Aill 
that it is possible to do is to give direc- 
tions, suggestions, and show as clearly 
as possible how not to write copy. Then, 
if the pupil has that necessary flair for 
the work, coupled with the even more 
necessary will to succeed, another copy 
writer and a good one is born. 


But don’t let this statement appear too 
discouraging. It is merely necessary to 
indicate at the start that there is no 
short cut to success in this field any 
more than there is in any other field of 
writing. No one can give the secret of 
success in the form of a pill, or a lecture, 
or an article like this and end one’s 
worries forever. The aspirant must 
spend months, years of practice, study, 
concentration before he reaches the top 
and is a really good copy writer. And 
right here, it may be said, when one 
does reach the top he is going to feel 
pretty lonely. For there are very few 
good copy writers in the field. The 
struggle may be hard, is hard, but the 
rewards are infinite. 

It will be worth while, then, to give 
a few directions, a few suggestions, and 
explain how not to write copy. 
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DIRECTIONS FOR WRITING COPY 


In the first place, or as the first direc- 
tion, read the Bible. Then when you 
have finished reading the Bible read 
Shakespeare. This may sound ridiculous. 
But is it? In copy writing the most 
essential thing is clarity, brevity, and 
the ability to use pure, even beautiful 
English. The English bishops who 
wrote the King James version of the 
Bible succeeded in creating a style so 
clear, so beautiful that no one has ever 
approached it. Shakespeare comes clos- 
est of the English writers to the ultimate 
in expression. And Shakespeare knew 
people, knew them better than all the 
followers of Freud and Jung and Adler 
willever know them. To bea good copy 
writer you in your small way must know 
people. And you must know and appre- 
ciate simple, terse, beautiful English, 
the English of the King James version 
of the Bible. Read the Bible and read 
Shakespeare. That’s a direction. 

Take a good course in composition. 
Good courses in composition are difficult 
to find, but there are good ones. Your 
instructor may have a Walter Pater 
bug. He may think advertising copy 
writing is cheap and vulgar. So much 
the better if he does. He would not be 
of any help to you, otherwise. What 
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you need to have is a cold, analytical 
mind with a sense of the really fine things 
of writing. Take your own efforts and 
tear them down. Learn what is really 
good prose. Try to write good prose. 
Forget that you hope some day to make 
money writing advertisements and work 
as though you were to get a Pulitzer 
prize for a novel. The second direction 
then: Study prose composition under a 
severe, earnest, and intelligent teacher. 

Ride on the subway. Ride on the bus. 
And look at people, study them. Go out 
in the suburbs. Look at the houses 
people there live in. Study the people. 
Listen to the radio. Read popular short 
stories, articles in the Post. Find out 
what people today, the large mass of 
them, are interested in, how they react to 
things, what they do. For unless you 
have at least a vague idea of what the 
person you are writing advertising copy 
for wants to know, you cannot make 
your copy ring true, make it sell the goods 
you’re being paid to write about. 

And, more than anything else—for 
advertising copy is merely written sales- 
manship—your copy must sell. All of 
us are not natural salesmen. Timidity, 
reluctance to break in on another per- 
son’s privacy, force us to resent sales- 
manship as something vicious. All 
right. Advertising permits you to em- 
ploy salesmanship without personal con- 
tact. But you must know the person 
you’re contacting just as well as though 
you were meeting him face to face. So 
study the people you live with, work 
with. Study the people who live in 
your city and the kind of things those 
people obviously like and are interested 
in. Go to the movies. Go to fights. 
Go wherever you know a large group of 
average American people are going to 


be. And study them. They are your 
audience. 

A last direction—keep your own per- 
sonal enthusiasms. If you are a radical 
or a communist in the bud or if you have 
an intense feeling for the country, woods, 
trees, if you like golf or tennis or hand- 
ball—hang on to that enthusiasm, nurse 
it, develop it. For a copy writer must 
be an enthusiast, a human person with a 
certain amount of crazy, earnest devotion 
to something or other. Unless you can 
get enthusiastic about things you like 
and respect you will never be able to 
drum up an enthusiasm about things 
you are only halfway interested in. 
And copy writing, naturally, forces you 
to pledge momentary loyalty to a lot of 
things which in your normal existence 
outside an office you never could like or 
enjoy. True, you may find these things 
much more interesting than you ever 
could have believed before contact with 
them. But you must keep your own 
enthusiasms and use them to keep you 
trained in being enthusiastic. 


SUGGESTIONS FOR THE COPY WRITER 


So much for directions. Suggestions? 
A lot could be given; all of us who 
have been through the mill think we can 
from the mistakes we have made direct 
the next fellow coming up. But he has 
to make his own and learn through them. 
My one suggestion is a very personal sug- 
gestion. Keep that nest of robins out of 
your hair. Your boss does not want a 
whimsy expert or the author of the great 
American novel; he wants a good copy 
writer. And good copy writing means, 
as has been said, mastery of simple, 
direct, clear English backed by a knowl- 
edge of human needs, human desires. 

Of course, he’ll be proud of you when 
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and if you do get a verse in Frank 
Adams’s column or publish a novel. 
But don’t cross your wires. Don’t try 
writing your whimsy or your novel in 
your ads. Your first job is to sell mer- 
chandise. 


THE “DON’TS” OF GOOD COPY 


Now for the last point—how not to 
write copy. The don’ts are limitless. 
But here are a few important ones. 
Don’t write anything until you know 
what you are writing about. In a 
department store you can’t write about 
a mattress or a suit or a new Patou 
original unless you have studied the 
merchandise. Know your merchandise. 
The buyer, naturally, has not been 
trained in expression. You have. But 
set up a contact with the buyer, learn 
his trade jargon so you can understand 
from him why this is good or new or 
amusing. Know your merchandise as 
well as the buyer knows it. Then trans- 
late your knowledge into clear, interest- 
ing copy. But, again, know what you’re 
writing about. The first “don’t” then is 
don’t write about anything until you 
have made a study of it. 

The second: Don’t copy what other 
copy writers are doing. Sometimes, 
glancing through the papers, it seems as 
if the word copy writer meant copy cat. 
For every ad looks and reads just about 
the same. Make your copy your own. 
I don’t mean for one to write freak copy. 
But write your own way. Don’t watch 
other copy writers. Keep your eye on 
your own product, your own job, and 
write your own way, clearly, directly, 
interestingly. Soon you'll find you have 
developed a style and that othercopy 
writers are copying you. 

The third: Don’t take the easiest way 





out. In these days the average copy 
writer has an easy job. All he does is to 
get his art director to put a big enough 
price in thead. Then he writes Sale and 
has it set up in big letters. Then he 
ripples off a few words about the biggest 
and best bargain in ten years and his job 
is done. That’s easy. But is it good 
copy? Does it sell the merchandise the 
best way? Does it, further, sell the 
store, the institution back of the merchan- 
dise? The answer is a quick and loud 
“No.” For too many other copy writers 
have found this the easiest way out. Too 
many publicity directors, unfortunately, 
have also found this the easiest way out. 
But it means dull uninteresting copy in 
the first place. And, in the second place, 
it means that a woman reading a paper 
sees a nauseating, level, uninteresting 
group of ads in which every one is yelping 
to outyelp the other with the result that 
the story of the merchandise, the real 
interest in the merchandise, gives way 
before this avalanche—the copy writers 
are having an easy time. But are they 
building for their store or for themselves 
a real future? I doubt it. Don’t take 
the easiest way out. 

And the fourth: Don’t forget the art 
director. All that you may do to make 
your copy sound and read well, much as 
you may know about your product or 
your merchandise, you’re lost unless the 
good art director takes his red pencil and 
his sheet of drawing paper and builds 
this into a beautifulad. Remember this 
and write with a knowledge that some 
copy is easier for the art director to work 
with than other copy. He wants to 
make a beautifulad. You want to make 
a selling ad. Get together with him, 
work with him, think of him when you 
are writing, know some of the more obvi- 











ous tricks of his trade. In that way your 
copy will get full justice, look and read 
the way you imagined it when you wrote 
it. That’s as important a “don’t” as 
I can give you: Don’t forget the art 
director. 

There is one more: Don’t be too im- 
patient. It takes years to learn to be a 
good copy writer. For the best teacher 
of all is, to use the old saw, experience. 
You may write good ads immediately. 
But you won’t be the expert technician, 
the copy writer the boss can always 
depend on, the one he thinks of when the 
pay raises come round, until you’ve spent 
time and work perfecting your copy 
writing, made it as natural as swimming 
or eating. 

No, you can’t be taught copy writing. 
You can be taught the direction. The 
trip you'll have to make yourself. 
But if you keep to these directions, re- 
member the suggestion about the robins, 
and avoid the “don’ts” listed, you stand 
a chance of getting a pretty fine job 
before you’re through. 


Scarcity of Distinctive Ad- 
vertisements 


How many retailers are so confident 
that their advertising is distinctive in 
appearance and style—so characteristic 
of their stores—that they will be willing 
to try the recent experiment of a well- 
known Buffalo store? To determine the 
public’s familiarity with its advertising 
style and merchandising practices, the 
store ran an unsigned advertisement 
with this two-line head: “You Know 
Whose Ad This Is; the Prices Tell You.” 
The merchandise manager of the store 
reported an exceptionally good response 
to the advertised items and an increase 
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over the normal Saturday’s sales volume. 
Evidently, the store’s advertising was so 
representative of the store that its clien- 
tele was able to identify the store’s 
advertisements with little effort. 

Such an experiment would be costly 
for most retailers. Their advertising 
lacks a distinctive appearance in keeping 
with the character of their stores; it 
lacks the continuity in physical appear- 
ance so necessary to easy recognition. 
However, the impression their advertising 
is making on readers may easily be deter- 
mined in a manner similar to that em- 
ployed in retail advertising classes 
recently at the New York University 
School of Retailing. 

The signature cuts were removed from 
a number of advertisements published 
during the current season by New York 
stores. Students were then asked to 
identify the advertisements as those of 
specific stores. In nine cases out of 
ten—because of the similar appearance 
of the advertising of many stores and the 
lack of continuity of the appearance in 
the advertising of individual stores— 
students were unable to identify the 
advertisements correctly. If students 
of retail advertising, who follow the 
advertising of New York stores closely 
from day to day, are unable to identify 
the advertisements of different stores, 
the public must find retail advertising 
confusing. 


Retail stores like to boast about how 
different they are—about the advan- 
tages that each of them offers the public. 
Yet they apparently do little to individ- 
ualize themselves in the eyes of the 
public. Most of them are so busy aping 
others that they forget to be themselves. 
They’re all shouting the same story 
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in advertisements that are confusingly 
alike in appearance and expression. 
Surely there are important ways in 
which one store differs from others. 
Once the distinguishing characteristics 
of a store are determined, the advertising 
job is to tell the public about superior 
features in advertisements that reflect 
the character of the store. A distinctive 


style of layout, artwork, and typography 
should be chosen to picture the store, 
and this style should be followed con- 
tinuously. Only through such con- 
tinuity in appearance and character 
will the advertising of a store make a 
lasting impression on the public. Be 
sure that the name of a store is not its 
only distinguishing feature! 


Women in Advertising 


A survey made by Thorndike Deland 
and Associates reveals that there are 
eighty-three women advertising man- 
agers in 223 department and specialty 
stores in twenty cities. Fifteen years 
ago, there was perhaps one only. 

In New York City, 12 out of 27 adver- 
tising managers are women, in Chicago 
4 out of 24, in Philadelphia 5 out of 15, 
and in Los Angeles 3 out of 12. 


In New York City, most of the salaries 
range from $7,500 to $10,000 a year and 
one feminine advertising manager is 
reputed to receive $50,000. Outside of 
New York City, the salary range is 
from $3,500 to $7,500. In New York, 
many copy writers get salaries within 
this range. 
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Controlling the Controller 


This is an anonymous paper that expounds the basic fact that a 
retail store exists to buy and sell merchandise, not to control and 


systematize operations. 


The editors doubt, however, that the con- 


troller’s job is already completed and that he has no longer a place 
in the modern store. 


This depression certainly has opened 
our eyes to many things. It has 
brought about a realization of our own 
values. I have been a controller, con- 
troller with department-store and chain- 
store experience. These last few years 
I, with quite a few others in my profes- 
sion, have been very busy realizing the 
importance of our own importance. 
We hummed with activity; we organized; 
we functionalized; we standardized. We 
proclaimed loudly to the world at large 
and anybody willing to listen to us, at 
conventions, through the medium of the 
press, in our own stores, at banquets, 
what a blessing we were. The people 
responsible for the management of large 
stores, medium and even small enter- 
prises, took our word for it. Thus with 
lots of ballyhoo we climbed upon the 
great American bandwagon and con- 
tributed to the cacophony of noise by 
heartily and gustily blowing our own 
trumpets. Everything went fine. Our 
salaries and bonuses increased, our staffs 
increased, our desks were transformed 
into private offices with good-looking 
secretaries to keep customers (undesir- 
ables) away. To us, and lamentably to 
many executives responsible for the con- 
tinued success of the stores, we grew in 


importance second to none. In many 
instances, we became the strongest top 
executives in the store: control-minded 
stores, we called them. 

Then came the depression. And with 
it a mad turmoil in merchandising 
policies and the necessity for stringent 
economies. But the controller had built 
well and in many instances was so estab- 
lished in the minds of the management, 
that with all economies and cuttings of 
corners, nobody has dared question his 
necessity to the continued welfare of the 
organization. 

Honestly, now, how important are 
controllers? Doubtlessly they have 
made serious contributions towards the 
successful management of stores. But 
that has been in the past. If they 
would step out of their organizations to- 
day would there be a serious gap, or 
would the machinery they created run on 
as smoothly or almost as smoothly as 
ever? What have they done to earn 
and keep on earning their jobs? If 
economy of the strictest sort is imminent, 
should they not consider controlling 
themselves out of the picture? Let us 
analyze the reasons for their existence. 
Perhaps we shall find that they have out- 
grown their usefulness. 
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THE MAIN FUNCTION OF RETAILING 


This depression was needed to teach 
store executives the fundamental truth 
about retailing. The reason for a store’s 
existence is tosell merchandise. This is 
most certainly a platitude, but something 
many of us had forgotten in the prosper- 
ous years. Service, sales promotion, 
budgets of every variety are all second- 
ary to the imperative command to sell 
goods, to sell goods at a profit. This fact 
makes the main function in any store the 
merchandising function. All other func- 
tions are but means to assist this main 
function to deliver itself of its job, profit- 
ably and successfully. They are but 
servants, servants that should be ever 
willing to assist towards a good merchan- 
dising job but that should not set them- 
selves up as masters. 


MERCHANDISE CONTROL 


What are the functions of control, and 
what is their importance—in the spot- 
light of the above fundamental creed? 

The first is budgetary control of mer- 
chandise. Controllers have set up the 
machinery. They have developed a 
system: the retail method of inventory. 
They have preached the blessings of 
conservative stock levels, of speedy 
turnovers, of well-assorted merchandise. 
They have shown the merchandiser how 
to use to advantage an open-to-buy 
system. But once the machinery is set 
in motion and the management shown 
its advantages and uses, where do they 
fitin? Their clerks will go on compiling 
the necessary data without them. They 
cannot assume to tell the merchandiser 
how to merchandise. It is up to the 
buyer to be a buyer or get out. Intelli- 
gent interpretation of open-to-buy’ is 


decidedly a management job, a merchan- 
dise management job. 


EXPENSE CONTROL 


The second function is budgetary con- 
trol of operating expenses. Here also 
controllers have set the machinery in 
motion, compiled statistics, and worked 
out systems. ‘The management engineer 
leaves after his job is completed for new 
fields. What right have controllers to 
stick around after a completed job, to 
glory and to add to the expense of opera- 
tion? Briefly, they have taught the 
management how to prepare budgets for 
each department, they have set thecon- 
trols to keep the departments within 
their allowance. But, after all, what do 
they know about the price of machinery 
to be installed and the comparative 
merits of different types? . Who are 
they to judge the cost of a piece of art- 
work, what say have they when depart- 
mental changes are made, new fixtures 
bought, locations altered? For these, 
there is the store manager and _ the pub- 
licity manager. It is true, controllers 
effectively control the expense of their 
own division. But could not a lesser 
soul, a chief accountant or a general 
bookkeeper, do that just as well? 

Controllers have pioneered, they have 
blazed the trail, molded the tools, set up 
the plant, taught skilled labor how to 
use these tools and how to operate the 
machinery. What further need is there 
for them? Does not the same hold true 
with the financial budgets, the methods 
of statistical merchandise analysis that 
they have perfected? 


OFFICE MANAGEMENT 


The third function of the controller is 
office management. He has standard- 
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ized procedures. He has done an excel- 
lent engineering job in the handling of 
accounts payable and receivable. He 
has worked out effective credit-control 
systems (but real credit control is 
largely a matter of the management’s 
policy regarding credit, its leniency or 
strictness, and is beyond his jurisdiction). 
He has done considerable in the matter of 
insurance and taxes. It seems he has 
completed his mission. He has trained 
cheaper help; his assistants can carry on 
without detriment to the business. 
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FUTURE OF THE CONTROLLER 


What then is his reason for continued 
existence, why should he not be elimi- 
nated as an excessive charge to profitable 
business operation? On the basis of past 
accomplishments I see no reason why 
some stores should continue to carry 
this load. 

Of course, many stores have not set up 
or completed setting up the machinery 
for an effective control system. These 
stores still need controllers—as special- 
ists, as a sort of management engineer— 
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temporarily. In these stores, it is but a 
question of time until the work they 
have set out to do will be completed, 
except in a consulting capacity. 

What new reasons for their continued 
existence are there? If the management 
is control minded, their machinery will 
give it the necessary data and the store 
will carry on, saving, cutting corners, 
and, first and last, merchandising. 

A controller, in the present sense of the 
word, will have three alternatives when 
the managements of stores realize the 
facts. They will be reduced to glorified 
bookkeepers, become consulting engineers 


on the outside, or grow up to be general 
managers themselves. And why not the 
last? They have the knowledge, they 
have the intelligence. But will they 
combine with their knowledge the 
ability of constructive management? 
Will they develop the necessary strategy 
to handle people? Will they become 
sales-promotion minded? 

A number of controllers have suc- 
ceeded in making the change. One is 
now the president of a great store. For 
controllers with vision and a merchandis- 
ing interest there is a great future, but 
not as controllers—as general managers. 


Retail Trade in 1931 


ELMER O. SCHALLER 


Annual retail volume and profit statis- 
tics which are appearing from time to 
time indicate the progress of trade. The 
figures below have been computed from 
reports cited in current publications 
and not directly from official state- 
ments. 

It is believed that the three largest 
department stores in the United States 
are R. H. Macy & Company, Inc., New 
York, Marshall Field & Company (retail), 
Chicago, and J. L. Hudson & Company, 
Detroit. Macy’s is unquestionably the 
largest department store. According 
to trade estimates, Marshall Field has 
the second largest store. It reports 
total sales of $114,000,000 including the 
State Street retail store, the Davis 
Company store, also in Chicago, Freder- 
ick and Nelson in Seattle, its mills, and a 
number of smaller general stores. A 
$36,000,000 decrease in sales volume for 


the year resulted in a net loss of over 
$5,000,000 as compared with a net profit 
of nearly $5,000,000 in the previous year. 
J. L. Hudson Company of Detroit, 
usually classed as the third largest store, 
has not reported sales recently. Al- 
though in 1929 its sales were estimated 
at $72,000,000, the unemployment of 
automobile workers in Detroit caused 
sales to slump noticeably in 1930 and 
1931 to an estimated figure of $50,000, 
000 for the latter year. 

The largest retail organization is the 
Great Atlantic and Pacific Tea Company 
which has sales of well over a billion 
dollars. 

Since foreign stores, a few of which are 
listed, frequently omit depreciation and 
interest as reductions of profit, the 
reported profit figures are in most cases 
overstated according to the generally 
accepted American meaning of profit. 
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Sales in Thousands Net Profit 
Organization 
1931 | 1930 1931 | 
Department and Specialty Stores 
Abraham & Straus, Inc................ $24,825 $26, 703 3.0% 4% 
American Department Stores, Inc........ 10,144 _ 
Arnold Constable & Company.......... 9 ,084 11,910 1.7 _ 
L. Bamberger & Company.............. 35,872 
Barker Brothers Corp.................- 11,665 13,334 1.5 
Best and Company.................... 13,822 15 ,098 6.7 ' 
TN op 5 gaa ae ace tcc Bat 1 3 
Bloomingdale Brothers................. 22,207 22,155 0.0 3 
Broadway Department Stores........... 18 ,532 2.7 
a. ee 23,700 27,052 2.3 3.8 
City Stores Company.................. 46,991 1.0 
Consolidated Retail Stores.............. 15,608 18,250 —2.2 1.3 
Crowley, Milner & Company........... 22,469 3.0 
Emporium Capwell Company........... 26, 3978 28 , 6155 1.1 1.8 
NG W hibd sc hs Sake bee wehes ened 26,154 2.0 
William Filene’s Sons Co............... 41 ,382 45,314 3.4 4.3 
Federated Department Stores........... 113,022 1.9 
Franklin Simon & Company............ 15 ,000* 18 ,000* —3.3* .9* 
Gimbel Brothers, Inc................-. 97 , 983 113,223 —1.8 3 
Goldblatt Brothers.................... 17,122 15,145 5.3 5.0 
Hahn Department Stores.............. 90 ,462 104 ,9978 — 3 2.4 
Hale Bros. Stores, Inc................. 18,110 18,835 9 2.8 
I. Magnin & Company................. 8,813 10,090 3.3 5.9 
Interstate Department Stores........... 21,410 21,785 3.1 
Joseph Horne Company................ 15,955 19,970 1.6 5.3 
Kaufman Department Stores Corp....... 22,916 26,944 2.9 4.2 
Kresge Department Store Corp.......... 12 ,028 —15.1 
MMS DCVRNE, IRC. 5 ccc recsosesceccce 15 ,234 17,139 
F. &. R. Lazarus & Company........... 16, 895 18,849 3.3 0 
Lerner Stores Corp.............e0e000: 26 ,968 25,291 5.4 1.4 
R. H. Macy & Company, Inc........... 99 ,131 6.9 
Mandel Brothers....................-- 19,645 24,7834 —1.8 —3.5 
Mangel Stores Corp. ..............005: 9 ,987 3 
Marshall Field & Company............. 114, 3495 150 , 6995 —4, 58 
A Ee rr 93 ,048 101,636 2.4 0 
I INNS pai po bes 5s sane see sees J ° 
National Department Stores............ 63,936 75,726 —1.9 1.0 
O’Connor Moffat & Company........... 4,978 5,307 2 4 
J. C. Penney Company................ 173,705 192 ,944 5.1 4.3 
Raphael Weill & Co. (The White House). 7,218 8,519 ® 4.5 
RG cdide iene ovanes bxuuees 7,120 4.2 
Rike-Kumler Company................ 5,593 6,770 2.5 5.3 
Roos Brothers, Inc.................0:. 4,450 4,952 2.4 5.4 
Russek’s Fifth Avenue, Inc............. 4,247 4,583 —2.0 —5.5 
B. F. Schlesinger Sons, Inc............. 18,251 9 
The Wieboldt Stores, Inc............... 21,326 21,262 — 3 —.5 
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Sales in Thousands Net Profit 
Organization 
1931 | 1930 1931 | 1930 
Variety Chains 
F. & W. Grand-Silver Stores, Inc........ $37 ,828 4.6% 
W. T. Grant Company................. $75,679 71,050 4.1% 4.7 
S. S. Kresge Company................. 145,785 150,353 6.5 7.1 
S. H. Kress & Company..............- 69 ,042 69 ,283 7.3 7.7 
McCrory Stores, Inc..............0+56: 43 ,295 43 ,224 2.3 5.0 
McLellan Stores Company............. 21,947 24,047 1.6 1.1 
G. C. Murphy Company............... 19,182 17 ,498 4.3 3.8 
Neisner Brothers, Inc.................- 15,959 16,507 0.0 2.0 
ES os wk dds neavcoscereeees 31,147 30, 187 3.5 4.3 
F. W. Woolworth Company............ 282 , 666 289 , 289 4.611 12.0 
Grocery Chains 
De IR sais scncvcccceencecees 35,551 32,872 
First National Stores, Inc.............. 106,869 109 , 339 
RINNE EPRI sp 9 50's '0-0.0:0is van c¥oe eo 35,240 37,010 
Great Atlantic & Pacific Tea Company..| 1,008,325 | 1,065,807 2.8 3.0 
Kroger Grocery and Baking Co......... 244 , 364 263 , 567 1.1 1.46 
MacMarr Stores, Inc.................. 86, 107 
(combined with Safeway in 1931) 

National Tea Company................ 76,658 85,237 
RE IIE 5g goin op bd cstv neercnscees 31,149 34,007 
Safeway Stores, Inc. (includes MacMarr 

Sg. re 284,926 219 , 733 

Miscellaneous Chains 
Kinney Shoe Company................ 10 
Melville Shoe Corp.................0.- 26,285 28 ,654 3.6 4.8 
People’s Drug Stores.................- 17 ,473 16,778 
Walgreen Drug Stores................. 54,070 51,647 
Mail-Order Houses 

Montgomery Ward and Company....... 219 , 362 272,319 Re 
National Bellas Hess Co., Inc........... 30,809 33 ,837 —11.3 —1.2 
Sears, Roebuck and Company.......... 347 ,209 390 , 382 4.1 
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Foreign Stores 
Sales in Thousands"* Net Profit in Thousands"? 
Store Country 

1931 1930 1931 1930 
TD) Lt Seer rere England $956 $1,617 
praise Skvtengoendnekehae’ Germany | $23,598 | $23,488 
Ls tins Ci cnvaceakevee oe England 2,537 2,739 
Rudolph Karstadt¥................. Germany 59 ,976 73,925 
Es RES ee arate rar ae England 3,243 3,153 
MIE TIO, ooo ee iv cedsctes ewan Canada 5,352 5,983 
POON: Wilyhca55 . iC Ss Savegecees Italy 000 | —2,425 
Selfridge & Co., Ltd. ............... England 1,457 1,672 
NR Bo on .5t susivieis'nv ew tepals Canada 620 1,345 
Swan & Edgar, Ltd................. England 336 369 




















In addition to these department-store figures, Stern Brothers, New York, reports a net loss of 


$925,800 as compared with net profit of $16,630 in the previous year. 
of Boston ended the year with a profit of $142,501. 


Philadelphia, indicate a profit decline from $489,966 last year to $223,645 in 1931. 


The Gilchrist Company 


In 1930 the profit was $41,418. Although 
this year’s sales are not reported, sales last year were $9,973,719. Strawbridge and Clothier, 


Profit of 


the Outlet Company of Providence, Rhode Island, was $604,734 compared with $728,697 earned 


the year before. 


* Estimated. 

1 Net profit $340,000 (1931). 

2 Net profit $641,000 (1930). 

3 Includes leased departments. 

4 For 13-month period. 

5 Includes wholesale sales. 

6 Includes wholesale profit and loss. 


7 $208,426 net profit not providing for interest on bond issue. 


8 Net profit, 1930, $493,680 not providing for interest on bond issue. 


® Net profit, 1931, $119,750 before taxes. 
10 Net loss $686,000. 


1 Including nearly $10,000,000 profit on sales of securities. 


12 Converted on basis of demand conversion rate as quoted on March 24, 1932. 


13 Not including the Epa stores. 
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Control of Expense in Abnormal Times 
H. L. REDMAN 


This article is an excerpt from an address delivered in January 
before the Executive Training Course Class of the School of Retailing. 


About two years ago we were all 
brought up, more or less with a jolt, by 
suddenly realizing that the financial 
structures of the world were toppling, 
and that something was happening some- 
where to cause the commotion! We 
have had nothing but commotion ever 
since . . . . also constant study of 
expense control in almost every type of 
business. We were made to realize the 
necessity of a keener expense-control 
sense in business. It will be interesting 
to see what led up to the present diffi- 
culty. 

Directly following the crash, public 
speakers and bankers told us the situa- 
tion was largely psychological; that a 
reversal of our thinking was all that was 
needed to put America back upon its 
feet. While a reversal of thought would 
have been helpful, nevertheless certain 
conditions were fundamental, and no 
amount of psychology could correct them. 
Perhaps the most common erroneous 
statement given current circulation was 
the one asserting that the shelves of 
retailers were practically empty; that 
stocks were depleted; that the country 
would be confronted with a shortage of 
goods; and that we would immediately 
be on the upgrade again. Nothing could 
have been further from the truth. True, 
there is always commodity consumption 
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and consequent purchasing at wholesale, 
This is elementary. But we must 
realize that inventories in themselves, 
no matter how low, do not always indi- 
cate a satisfactory condition. Inven- 
tories in comparison to current sales are 
always important. Although two thirds 
of the manufacturers of the United States 
curtailed production during the greater 
part of the past two years, they have not 
succeeded in reducing inventories, be- 
cause curtailment of production has not 
kept pace with declining sales. 


FACTORS THAT BROUGHT ABOUT 
DEPRESSION 


The prosperity that floundered two 
years ago was based upon hand-to- 
mouth buying, excessive production, and 
installment selling. Also, manufactur- 
ers and others stepped away from their 
business and tried their hands at finance. 

In many cases, and for a considerable 
time, even bankers advised clients 
against the purchase or holding of pre- 
ferred stocks, recommending the specula- 
tive advantages of so-called good com- 
mon stocks. We know now that bankers 
can make mistakes, which leaves average 
business men a long way from being 
infallible. When the crash came, these 
men found they could not borrow on 
their deflated common stocks. When 
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they referred to former loan possibilities, 
they were told that formerly they held 
what was practically a lien on property. 
Their position of security had changed 
because of a lack of understanding. 
They not only had undesirable property, 
but they could not get started promptly 
in their own line of business. Capital 
being unavailable for operations, various 
lines of industry became stagnated, 
throwing a large number of people out of 
work. 

Installment selling created an artificial 
demand for goods; hand-to-mouth buying 
necessitated larger plant capacity to 
deliver orders more promptly than had 
been necessary under the system of 
building up inventories. Cheap money 
conditions made plant extensions easy. 
Due to this combination of factors, we 
added to our production, which even- 
tually became unduly excessive with the 
retrenchment of consumer buying, the 
saljent fact that was overlooked. 

Other factors that must be generally 
appreciated are: The population of 
America has increased since 1920 about 
16 per cent while production facilities 
during the same period have increased 
about 40 per cent. Thus, whether or 
not we like to believe it, the United 
States is becoming more and more de- 
pendent upon foreign markets for her 
domestic prosperity, this despite the 
fact that many of our “fathers” in 
Washington thought tariff walls could 
be built only on one side of the great 
Atlantic! The present recession is world 
wide, and not until world-wide condi- 
tions are more normal will the prosperity 
of this country improve. The prosperity 
of the United States is always conta- 
gious, but no amount of stock depletion 
will alone inaugurate any large degree 


of prosperity—and not even in the 
United States! 

The earning power of salaried people 
and wage earners of American has been 
reduced during the past two years by 
billions of dollars. Such a financial 
shock, plus the gigantic losses of the 
stock market, cannot be overcome 
quickly. Readjustment must take place, 
but the fact is prices are still declining, 
dollar sales are generally falling off, rents 
are not appreciably dropping, and taxes 
are up. 


VASTLY INCREASED PRODUCTION 


In looking for a return to prosperity 
let us consider what has been happening 
in the way of production in recent years. 
America became the mecca, the melting 
pot of the engineering genius of the 
world. Engineers the world over be- 
lieved that expression of their advanced 
ideas would find fertile ground in Ameri- 
can industrial enterprises. To what 
end has this genius been applied? To 
increase production and to lower costs? 
To constantly create machinery that 
meant elimination of labor and expedi- 
tion of the completion of given projects, 
or greatly increased production? 

But what must happen if a steam 
shovel with three men will do as much 
work in excavating in a week as three- 
hundred men will do with pick and 
shovel? What must the result be if 
three men at work in an automobile 
assembly plant, with the aid of ma- 
chinery, do the work of three-hun- 
dred men previously employed? Now 
we have a patented device that will 
enclose a whole twelve-story build- 
ing within forty-eight hours after the 
iron work is up. This is not an imagin- 
ary thing. The inventor is a local New 
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Yorker and his plan is recorded as prac- 
tical. Perhaps the constant elimination 
of labor by mechanized production has 
upset our organization of life that we 
call civilization! 


NEED FOR EXPENSE CONTROL 


And so, not knowing when better 
times will arrive and wondering whether 
the so-called bottom of depression may 
not be a new normal condition that will 
remain with us for some time, we may 
well decide that expense control is a 
subject worthy of our interest. 

The method of control under present 
conditions is usually determined by the 
financial standing of the company. 
Naturally, the stronger the finances, the 
less the immediate necessity of drastic 
cutting. But some cutting and retrench- 
ment would take place in any case. 

Business executives who are students 
in psychology know well that the morale 
of an organization is never at its best in 
times of retrenchment. Expense reduc- 
tion to the average employee means 
also unstable employment—the possi- 
bility of another head coming off at any 
moment. Companies of sound financial 
standing, proud of their organizations, 
know these facts well, and are usually 
hesitant to disturb their organizations. 
On the other hand, where cash is not too 
plentiful, and the treasurer, alert to his 
responsibilities, asks, “What are we 
going to use for money?’’—ideals are 
submerged to the necessity of the occa- 
sion, and the axe begins to fall. 


REDUCING THE PAYROLL 


Expenses should be reduced only if 
sales volume in dollars is dropping, and 
in the great majority of cases this is the 


case. But what is to be done? Rent 
perhaps is fixed, taxes are running true 
to form (Federal and local are both in- 
creasing), salaries, advertising, power 
and light, cost of display, and delivery 
are flexible. Volume is down, and vari- 
able expenses must be reduced. We 
begin with the buyers, assuming that all 
of them are being paid on a percentage- 
to-sales basis. Possible sales for the 
year are anticipated, and in times of 
abnormal business reversal, this means 
big reductions in salaries. Cuts are then 
applied down the line to assistant buyers, 
office help, packers, elevator men, floor- 
men, and selling staff. 

Most stores see the fairness of having 
the executive staff share the burden of 
reduced salaries first. It is better for 
the morale of the organization to cut the 
lowest wage group last. We must 
remember that the lowest wage groups 
represent a goodly portion of the contact 
with customers. Many believe that 
salaries should be lowered only where 
fair return to capital investment is in 
danger. This type of management be- 
lieves that better times will return fairly 
quickly. There are others who believe 
that wages should be lowered in ratio to 
commodity prices. It is my belief that, 
regardless of company earnings, labor 
should be considered a commodity and 
bought at the market. Allelse is theory. 
Capital is invested to return a profit, 
upon which no limit is set as long as 
ethical practices are followed in trading. 
This means, of course, that fair prices 
for labor must be recognized. 

If conditions warrant, part-time help 
may be advantageous in expense reduc- 
tion. These include those who work 
from 11.00 to 5.00, and those who work 





ige- 
the 
, of 
ans 
hen 
ers, 
0r- 


ing 
. of 
for 
the 
ust 
ups 
act 
hat 
ere 

in 
be- 
rly 
ve 
to 
at, 
0r 
nd 


rk 








EXPENSE CONTROL IN ABNORMAL TIMES 25 


five instead of six days a week. In such 
cases the expense man plans very care- 
fully, and is like a man at .hess—con- 
stantly watching every move. He sets 
up a total expense sheet, breaks it down 
into monthly costs, then into weekly, 
then into functional divisions, and lastly 
into departments. Under present-day 
conditions it is also advisable to use the 
employment requisition slip, which 
makes a department manager think 
twice before making application for 
additional help. He must answer: 
What duties will this employee perform? 
Is this additional help? Do your sales 
today warrant this additional ex- 
pense? 


DELIVERY ECONOMIES 


During the present emergency, in some 
cities delivery companies are being 
organized, handling deliveries for all 
stores. This may reduce expense, but 
one must consider promptness of delivery 
as compared with store delivery, possible 
difficulties with labor, and effect of the 
“foreign” delivery car on the customer. 
Economies will also eventually have to 
be worked out in other ways. Needless 
extravagance has crept into business 
during the past few years in the way of 
returned merchandise. It may be inter- 
esting to know that the average percent- 
age of returned goods to sales in Fifth 
Avenue shops runs about twenty per 
cent. This is something that needs 
handling, and the sooner merchants get 
together to solve this evil, the better. 
You can well imagine the cost of packing, 
delivery, calling for, unpacking, and 
returning to stock such an amount of 
goods. In this direction, under the 
stress of present business conditions, a 
three-day limit for the return of mer- 


chandise may reduce this evil. A time 
limit on returns helped during the war. 


CONTROLLING PUBLICITY EXPENSE 


The planning of a publicity budget 
presents a particularly difficult problem. 
Some feel that the budget should be in- 
creased to hold volume. This should 
not be done to the point of diminishing 
satisfactory profit. However, falling 
sales will increase the advertising per- 
centage unless total publicity expense is 
carefully watched. Many things are to 
be considered before increasing the 
advertising appropriation. Has_ the 
public been saturated with advertising 
of recent date? Are newspapers so 
crowded that one space is just another 
space to the reader? It is well to re- 
member that creative genius in advertis- 
ing will find ways and means of making 
the regular space do emergency work— 
just as a doctor will make a weak heart 
function normally with a stimulant. 
Before increasing the advertising appro- 
priation, it is also necessary to determine 
whether any recent abuse in use of 
advertising space has weakened the 
productiveness of advertising to a point 
where normal responsiveness might be 
only a hope and not a likely reality. 
Volume is important. At a time like 
this a little higher advertising expense 
may prove finally to be an economy. A 
customer lost today is more serious than 
the loss of three a few years ago! But 
in the use of this additional appropria- 
tion, a high-grade specialty store, appeal- 
ing to people of finer sensibilities, cannot 
use the blatant methods of “mass” 
stores. Therefore, the former in order 
to maintain its good name and prestige 
must be conservative in use of space even 
in times of depression. 
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INCREASING SALES 

Any store always should endeavor to 
increase sales and thus keep the expense 
percentage down. If we admit it is 
always possible for one reason or another 
to lose a customer, then why not assume 
that it is always possible to secure a new 
one? In times like the present, great 
temptation confronts us in securing new 
clientele. Witness the questionable 
methods used in advertising recently: 
the obvious abuse of comparative prices 
and exaggeration in illustrating merchan- 
dise. These do not appear in all adver- 
tising, of course, but in much of it. If 
we are to secure new customers, there 
are legitimate ways of doing so. These 


are (1) better comparative service; (2) 
fair prices at all times, which means 
passing all wholesale price reductions 
along to the consumer and not failing to 
mark merchandise on hand to new lows 
if necessary; (3) finding new methods 
of introduction to territory which de- 
livery analysis shows to be weak in 
deliveries from our store; and (4) doing 
creative merchandising and not following 
the easy route of the pirate. The public 
always wants new things. This is a 
profitable weakness of our American 
citizen. By making displays that set a 
pace in good taste, in commercial exposi- 
tion, and in numerous other ways, more 
sales effort should always be made. 


Five New York Stores Offer Late Hours for 
Easter Shoppers 


A new experiment in late shopping 
hours was tried this year by five New 
York stores. R.H. Macy & Company, 
Inc., Gimbel Brothers, Saks-Herald 
Square, James A. Hearn and Son, and 
Bloomingdale Bros., remained open the 
three Thursdays preceding Easter until 
6.30 or 6.45 p.m. in order to give late 
shoppers, office women, and business 
men an opportunity to make their Easter 
purchases early and in comfort. 

The regular closing hours of these 
stores is 5.30. Store executives feel that 
this additional hour or hour and a quarter 
gives many an opportunity to shop who 
otherwise might find it difficult to get 
into the stores before closing time. 

According to one opinion, this practice 
has drawn many male shoppers to the 
stores. Men who rarely have had the 
leisure time to shop took the opportunity 


to browse around or to accompany and 
assist their wives in making selections of 
articles. 

One executive questioned stated that 
the experiment had been successful. 
Although the first late Thursday was not 
worth while, the two succeeding ones 
brought in a profitable increase in 
business. Asked as to the possibility 
of the plan becoming a regular or fre- 
quent practice, he stated that the store 
had no intention to continue the experi- 
ment after Easter, with the exception of 
its regular plan of late closing hours 
during the Christmas season. 

In none of the stores were the em- 
ployees remunerated for overtime work. 
In each case they were given time off 
during the week in proportion to the 
extra time spent on these days. 
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Book Reviews 


Retail Management, by Cunliffe L. Bol- 
ling. New York: Isaac Pitman and 
Sons, 1931, 466 pages. 


Methods of retail management followed by 
merchants of foreign countries should be of 
interest to all store people and students of re- 
tailing who wish to broaden their knowledge in 
the field. Retail Management is a thorough, 
well-written treatise on the topic from the 
English point of view. 

Mr. Bolling, writing about retail management 
in England, treats the subject from the broad 
point of view. The book includes a detailed 
account of the complete operation of retail 
stores. Following a brief discussion of types of 
retail outlets, location, and organization, the 
author discusses accepted methods of buying, 
stock keeping, publicity, selling, management, 
control, credit granting, and financing. The 
book is packed with more than a hundred inter- 
esting forms and illustrations. These together 
with many practical ideas should prove bene- 
ficial and stimulating to all students of retailing 
problems. 

Mr. Bolling writes in a clear, easy, descriptive 
style that shows a thorough mastery of the 
subject matter. Retail Management may be 
unreservedly recommended as a valuable source 
of study and reference. 

ae R, 


The Chain Store—Boon or Bane? by 
Godfrey M. Lebhar. New York: 
Harper and Bros., 1932, 201 pages. 


This book is truely a manual of answers to 
anti-chain-store propaganda. The eight major 
counts made against chains are taken up sepa- 
rately and convincing answers are given. These 
counts are: (1) the chains take money out of a 
community, (2) chains do not employ local 
help, (3) chains pay exceptionally low wages, 
(4) chains fail to support local activities, (5) 
chains pay less taxes than local merchants, (6) 
chains are of little value to local bankers, (7) 
chains tend to make us a nation of clerks and 
limit the opportunity of American manhood, 
(8) the chain-store system tends to centralize 
the business of the country in a few hands and 
will lead to monopoly. The actual statements 
of the principal agitators are considered and 
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proved contradictory. Also eight minor charges 
are briefly considered and refuted with construc- 
tive reasonings. From the standpoint of a 
business man, the book is suggested in order to 
see the chain-store point of view. Students and 
others interested in chain stores will find it worth 
reading. 
A. A. H. 


A Fortune to Share, by Vash Young. 
Indianapolis: Bobbs Merrill Publish- 
ing Co., 1932, 158 pages. 


Popular demand is a fitting tribute to A 
Fortune to Share, by Vash Young. For some 
time one of the best sellers of nonfiction, this 
little book of 158 pages strikes a much needed, 
encouraging, and positive note at a time when 
far too much discouragement and pessimism are 
rampant. 

Mr. Young claims that he is one of “those 
lucky fellows who inherited a great fortune. It 
came to me after years of poverty and reckless 
living, and as the result of the death of a man 
whose passing I had no cause to regret.” 

This “great fortune’ that Mr. Young writes 
about is simply a new vision of himself and his 
fellow men—a new attitude of mind which gave 
him undreamed of power and a wide perspective 
of life that found remarkable scope and outlet. 

In chapter and verse, Mr. Young unfolds the 
story of his interesting struggle with life. He 
tells of the common problems and fears and how 
he met and overcame them. 

The author is a successful salesman and the 
methods and principles which have led him to 
success should prove a wholesome guide to all 
connected with selling activity of any type. 
The book can be whole-heartedly recommended 
to business men, students, and to everybody 
who feels that a fresh, positive point of view is 
what is needed in business as well as in private 
life today. 

o = 


Consumer Engineering, by Roy Sheldon 
and Arens Egmont. New York: 
Harper and Bros., 1932, 259 pages. 
At the present time, business thinking is being 

centered in a new, fresh, and fundamental way 

on the consumer. Businesses of all types are 
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realizing that customers’ wants, needs, and 
desires form the basis of all intelligent merchan- 
dising activity. What customers want is un. 
doubtedly the most vital and yet most difficult 
question that the modern business man must 
answer. 

Consumer Engineering, a fresh, up-to-the 
minute title covering any plan which stimulates 
the consumption of goods, is a book which sup- 
plies concrete aid to all who cater to the wishes 
or tastes of consumers. The authors have 
packed the book from cover to cover with practi- 
cal and workable ideas on consumer research. 

At this time, when many merchants are 
experimenting with customer surveys, Consumer 
Engineering should prove a timely and excellent 
guide both as a source of ideas and of technique. 
Written in an interesting, readable style, both 
merchants and students should find this book a 


valuable text and reference. 
O. P. R. 


Advertising Media: How to Weigh and 
Measure, by Hugh Elmer Agnew. 
New York: D. Van Nostrand Com- 
pany, 1932, 426 pages. 


Hugh Elmer Agnew, a seasoned advertising 
man turned educator, laments the fact that 
although much thought, time, and effort is 
spent by high-priced advertising men in pre- 
paring copy, layout, and artwork, space buying 
is frequently directed by a subordinate. If the 
reason for this is that space buying is so simple 
that almost any one can do it well enough, there 
would be no criticism, but space buying is so 
technical that few executives will take the time 
to study it. The author’s purpose is to give 
the information that experience has proved 
valuable for the right selection of media, and to 
give some unprejudiced standards of judging and 
comparing different media. 

Although most of the material pertains to 
advertising done by manufacturers and whole- 
salers, certain chapters such as Newspapers as 
an Advertising Medium; Newspaper Schedules, 
Services and Campaigns; House Organs, Direc- 
tories, Programs; Sign Advertising; Radio; and 
Sampling are definitely applicable to retail-store 
advertising. 

The author’s remarkable store of interesting 
experiences, of the past and present advertising 
activities of individual companies, and of perti- 


nent statistics make his opinions and conclusions 
authoritative and convincing. The book is free 
of the usual ballyhoo in regard to advertising. 
An advertising book as factual and usable as this 


is rare. 
E. O.S. 


The Advertising Appropriation, by Albert 
E. Haase. New York: Harper and 
Bros., 1931, 181 pages. 


Those responsible for the determination of 
the advertising appropriations of retail stores 
have generally determined the amount of money 
to spend by the percentage method, basing the 
percentage on past or estimated future sales, 
or on some related figure. Recent conditions 
in business, however, have forced a consideration 
of the question as to whether or not such an 
arbitrary method is advisable. 

The Advertising Appropriation, by Albert E. 
Haase, managing director of the Association of 
National Advertisers, Inc., is therefore particu- 
larly timely, as it suggests means that may be 
much more sound for determining the advertis- 
ing appropriation. Four methods of determin- 
ing the appropriation are explained: the per- 
centage method, the unit-of-sales method, the 
mail-order method, and the task-and-objective 
method. Of these four, retailers will find the 
percentage and the task-and-objective methods 
of especial interest. The latter especially may 
offer a more practical means for determining the 
advertising appropriations of retail stores. 

In the two parts of the book, “Determining 
the Appropriation” and “Administering the 
Appropriation,’ the retailer will find several 
other instructive chapters, notably the chapters 
on Analysis of the Market, What Belongs in the 
Advertising Appropriation, and Records that 
Control the Advertising Appropriation. 

C. M. E. 


Copywriter’s Manual, Volume 3. St. 
Louis, Missouri: Rice-Stix Merchants’ 
Service Bureau, 1931, 104 pages. 


Oftentimes a hint or suggestion to the copy 
writer is enough to start a flow of ideas. To give 
such helpful stimuli to copy writers is the pur- 
pose of the Copywriter’s Manual. Under the 
titles Women’s Wear, Children’s Wear, Men’s 
Wear, Homefurnishings, Fabrics, Luggage, 
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Editorial and Institutional, and Headings will 
be found many copy ideas, suggested headlines, 
and other interesting and instructive facts that 
should be borne in mind when writing copy for 
each of these groups of merchandise. 

C. M. E. 


The Merchandising of Drug Products, by 
Paul C. Olsen. New York: D. Ap- 
pleton and Company, 1931, 252 pages. 


This comprehensive volume presents a foun- 
dation for dynamic merchandising and creative 
selling of drug products by indicating what has 
already been tried and by formulating the 
general principles of merchandising of drug 
products. This study was undertaken by the 
author for the American Association of Colleges 
of Pharmacy and based on data and facts 
secured by the Druggists’ Research Bureau. 

Part 1 is devoted to the merchandising prob- 
lems of the manufacturers and wholesale dealers. 
A portion of this section of the volume considers 
price problems and policies with particular 
emphasis on price maintenance. The author 
also clarifies the advantages and disadvantages 
of buying from mutual wholesalers. 

Part II of Dr. Olsen’s book aims to present in 
a systematic way the known causes of success 
and failure in the retail distribution of drug 
products. The problems, policies, characteris- 
tics, advantages, limitations, and probable 
future of the following three types of retail 
distributions are carefully considered: the chain 
drug store, the individually owned drug store, 
and the department store. All drug-store 
merchandise is considered in the analysis made 
of the present fund of knowledge. The appen- 
dix lists questions valuable to the student and 
the graduate. 

This volume will find an important place in 
the business library of the retail druggist, the 
wholesaler, the department-store merchandise 
manager, and buyer, as well as in the library of 


the student of pharmacy. 
W. H. F. 


Economic Survey of the Book Industry, 
1930-1931, by O. H. Cheney. New 
York: National Association of Book 
Publishers, 1931, 337 pages. 


The finger of scientific investigation has been 
pointed at the book industry and the heads of 


publishing companies have undertaken a survey 
to study the economic structure of their calling. 
This has been done in order to suggest ways of 
strengthening the industry, to eliminate waste, 
and to improve profits. The survey points out 
that “America is not book conscious.’”” America 
seems to possess a “booklessness” as evident as 
the underworld’s lawlessness. To overcome this 
minus quantity, suggestions are made to pro- 
mote young readers’ interests, codperation in 
advertising, readers’ registrations, and indi- 
vidual efforts. 

The main findings cover such questions as 
arise concerning control methods, wastes, bur- 
dens, readjustments, incapability of existing 
machinery to handle present volume, danger 
points in educational processes and promotional 
methods. Following the statement of findings 
are listed recommendations, plans, and programs 

The need to establish a well-integrated whole 
is the sound conclusion to which the makers of 
this survey come. The manufacturer needs the 
codperation of the publisher, the publisher 
likewise depends continually on the book out- 
lets, and the book outlets depend on their buying 
publics. 

The survey is not made and published merely 
for the book industrialists. The book is clear, 
concise, and consequently permits the recording 
of much material in comparatively little space. 

V.H. 


Business Mortality of Illinois Retail 
Stores from 1925 to 1930, by Paul D. 
Converse. Urbana, Illinois: Bureau 
of Business Research, College of 
Commerce and Business Administra- 
tion, University of Illinois, 1932, 35 
pages. 


This study of retail mortality in the State of 
Illinois, 1925-1930, measures the turnover or 
length of life of retail concerns. The eleven 
trades studied included those with relatively 
short lives and those with long lives. Of the 
short-lived (high mortality) dealers, 29 per cent 
of the restaurants, 17 per cent of the grocery 
stores and garages, and 14 per cent of the meat 
stores went out of business in one year, and in 
the five-year period, 65 per cent of the restau- 
rants, 51 per cent of the garages, 50 per cent of 
the grocery stores, and 46 per cent of the meat 
stores quit business. 











30 BOOK REVIEWS 


Of the longer lived dealers, 5 per cent of the 
hardware stores, 7 per cent of the drug stores, 
8 per cent of the dry-goods stores, 9 per cent of 
the furniture and clothing stores, 10 per cent of 
the department stores, and 14 per cent of the 
general stores went out of business in one year, 
and in the five-year period, 24 per cent of the 
drug stores, 28 per cent of the hardware stores, 
36 per cent of the dry goods, furniture, and 
clothing stores, 39 per cent of the department 
stores, and 41 per cent of the general stores quit 
business. 

The study indicates that mortality among 
new dealers is much higher than among long 
established dealers—a great many of the in- 
competent, newly established dealers fail within 
a year. In general, trades, such as drugs or 
hardware that require more capital, more knowl- 
edge of goods, or a license based on the passing 
of an examination, have longer lives than those 
that are easier to enter. 

The spread of chain stores in the grocery 
and clothing trades does not appear to have in- 
creased the rate of mortality among the inde- 
pendent stores, but has reduced the number of 
new dealers entering business. 

Two other conclusions based on the statistical 
analysis are that the average length of business 
life has changed little in the past forty years and 
that the retailers in the smaller cities and towns 
have a somewhat longer average life than dealers 


in the same trades located in large cities. 
E. O. S. 


The Financial Plan of Department Stores. 
Urbana, Illinois: Bureau of Business 


Research, College of Commerce and 
Business Administration, University 
of Illinois, 1931, 37 pages. 


An analysis based on reports of 90 department 
stores indicates the balance-sheet structure of 
department stores. The analysis is divided into 
three sections: (1) current financial position as 
indicated by the current ratio, (2) the distribu- 
tion of capital as indicated by the ratios showing 
proportions of capital invested in various types 
of assets, and (3) the sources of capital as repre- 
sented by ratios showing the proportion of capital 
borrowed from creditors and belonging to 
stockholders. 

The study of financial structure is based upon 
a definite and underlying principle of business 
finance; namely, that under ordinary circum- 
stances the various assets, liabilities, revenues, 
expenses, and earnings tend to stand in some 
definite relation to each other. 

Since the conclusions arrived at were based 
on 1925 and 1927 figures, it is probable that 
present balance-sheet ratios, due to the changing 
of the relationship between balance-sheet items 
caused by the depression, vary considerably 
from those indicated in the study. Unfortu- 
nately, the size of stores and their location have 
not entered the discussion. It appears as if size 
and location would have much to do with the 
financial plan. 

The method of approach, the numerous 
graphs, and clear explanation make thisstudy 
meritorious and of use to the trade as well as to 
students of accounting. 

E. O. S. 
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Fditorial— The Irritating Phase 
of Hard Times 


Business is at the turning point of 
an economic illness and morale is accord- 
ingly ata low point. Surface conditions 
look bad. First-quarter sales and profit 
reports are below last year’s low levels. 
The pre-Easter weather was the coldest 
of the winter, and spring volume did not 
materialize as anticipated. 

In stores, cuts in salaries, layoffs with- 
out pay, and outright discharges have 
increased in number and each employee 
is fearful lest the axe fall on him. Stu- 
dents in school and college, preparing for 
business, doubt the opportunity for 
employment in June and become dis- 
satisfied with their courses and the 
wisdom of their choice of business as a 
career. And the great army of the 
unemployed seethes with resentment 
towards the economic structure that 
denies them a living. 

The assurance of even the avowed 
optimists has worn thin. They have 
been wrong so often that they are fast 
joining the ranks of the pessimists. 
When we were sick economically in 1931, 
we were still convincing ourselves that 
this was but a passing illness—unpleas- 
ant, but of no serious consequence. 
Sharp recovery was ever just around the 
corner. But now, even as we formerly 
failed to appreciate the blackness of the 
facts, so we now fail to see the signs of 
recovery. We give way to deep fore- 
boding. Our psychology plays tricks 
on us. We were more cheerful when 
things were getting worse than we are 
when they are likely to get better. 

What are these underlying signs of 
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recovery—these fundamentals that are 
not on the surface? The first is that 
business has given up waiting for outside 
improvement to make its internal opera- 
tions right. Retail merchants, for exam- 
ple, have finally realized that they must 
adjust expenses and markups to a new 
low level of economic values and policies 
to the demands of more frugal customers. 
They are at last sensibly adjusting inter- 
nal operations to the new outside 
conditions rather than hoping that 
adverse conditions will soon pass away. 
This acceptance of the worst is making 
business and financial leaders immune 
to bad news as it does develop. The 
unfavorable business reports of today 
do not lead to the mad sacrificing of 
securities and merchandise stocks that 
was true a short time ago. This change 
in psychology is a normal first step in 
recovery, a prerequisite to any objective 


improvement. 
The second sign is the improved 
banking and _ financial _ situation. 


Federal legislation seems to have been 
something of a contributing factor. At 
all events, there are fewer bank suspen- 
sions and the amount of gold held by 
the Federal Reserve System has in- 
creased. The hoarding trend has been 
reversed and there is no danger that 
banks will be unable to lend when busi- 
ness men seek loans to finance sound 
business opportunities. The financial 
situation abroad, especially in London, 
has shown marked improvement. The 
outlook for foreign trade is consequently 
better. 
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Business men and professional fore- 
casters have lost their cocksureness. 
There is more humility about business 
knowledge. Business is now ready to 
build on a sound structure of existing 
facts. No sudden return to 1929 levels 
is expected. A gradual increase in 
physical distribution at much the present 
price levels is now regarded as a normal 
trend for recovery. 

The danger is that many are turning 
pessimists at the very moment when the 
optimists are most likely to be right. 
Some have so long stimulated them- 


selves with false hopes that they are now 
drinking the bitter dregs of despond- 
ency. One extreme is as bad as the 
other. The world will go on. People 
will work again and at full-time, well- 
paid jobs. Opportunities will appear 
for the crop of graduates this year. 
Confidence in a gradual but sure re- 
covery is needed. Next to the adjust- 
ment of merchandising and production 
operations to present conditions, the 
building of morale among worried em- 
ployees and executives is the great 
problem of the day. J. W. W. 


Contributors’ Column 


Mr. I. A. HirscHMANN is publicity director of Lord & Taylor, New 
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ing to the psychology of the customer. 
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His methods of re- 
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